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As you recall, in 1990 when we began aggressively upward pricing on Bristol our stated 
strategy called for Bristol to remain PM's low price anchor. We would, according to the 
5YP, respond to emerging new tiers with a Bristol list price reduction. However, w'hen 
that tier emerged with the introduction of Monarch and ensuing collapse of Black & White 
pricing, we opted to not respond with Bristol, but rather to expand our own Private Label 
franchise and ultimately, Basic. While the financial consequences of a price reduction arc 
substantial, it is possible to construct an argument that the mix erosion within discount is 
equally detrimental to profitability. Moreover, absent a decisive and quick response to 
emerging price tiers, we will continue to experience the disruption to our entire portfolio 
Caused by new entries list priced between $20.00 and $28.00/M when net contributions of 
'existing Deep Discounts grow to the $10-’$ 15/M range. In other words, about every 18 
months. 


Assuming PM USA is willing to accept a plan that requires a short-term deterioration of 
profitability to respond to new tiers, we need to position our existing Deep Discount 
products for that eventuality. Again, using Bristol as an example, given the concentration 
of volume, we could not have used that brand as a response to the emerging new tier last 
year. Most important, we are dangerously close to finding ourselves in the same position 
today. I have reviewed Bristol’s and Basic’s geographic positioning in March of 1992 and 
February of 1993 respectively. 


DiStr jbytiQn 

Both brands exhibit undeveloped distribution-however, Basic’s profile is substantially 
weaker. In March of 1992, Bristol’s distribution was below 70% in 16 sections. Basic's 
distribution is below that level in 23 sections. Most alarming, Basic distribution is below 
50% in 18 sections. 


Share Development 

Both brands exhibited near bi-model share development characteristics. 

SDI Under 75 SDI Over 150 

Bristol 3/92 14 6 

Basic 1/93 14 7 


Defining average as 91-109, Bristol had 1 average section, Basic has none. 

Contribution 

Both brands source volume disproportionately from a handful of geographies. The top 5 
sections accounted for 50.3% of Bristol’s volume and Basic likewise sourced 53.1% of its 
volume from 5 sections. Importantly Deep Discount overall does jqqi exhibit the same 
concentration in that the top 5 sections contribute 28.9% of segment volume. 

From a strategic standpoint, our continued practice of skewing our Deep Discount 
performance will reduce our future options in addressing new tiers. I should add that I did 
not include our Private Labels in this analysis, since as you know, I believe our volume- 
dependency on these products, absent PM ownership of the trademarks, also poses future 
risks. 


I'm available to discuss. 

Source: https://www.industrydocuments.ucsf.edu/docs/qfxm0004 
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